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Pediatric Specialty Hospitals will receive an additional adjustment factor of 1.335 to
account for the specialty care provided. This adjustment factor will not be applied to
the Medicaid cost add-ons.

For PPS Rehabilitation and Specialty-Acute Hospitals, the hospital specific Medicaid
base rate will be the Medicare TEFRA rate from the most recently audited
Medicare/Medicaid cost report (CMS 2552) divided by the Medicaid case mix index
and then modified by a set percentage equally for all PPS Rehabilitation and
Specialty-Acute Hospitals. The percentage will be the percentage used to modify the
Medicare base rate of all other PPS hospitals multiplied by 1.397. The
Medicare/Medicaid cost report and Medicaid case mix index used for this calculation
will be those available as of Maich 1 each year.

Beginning Apnil 1, 2004, acute rehabilitation centers that specialize in spinal cord and
traumatic brain injuries shall receive an additional adjustment factor of 1.313 to
account for the specialty care provided.

Hospital specific Medicaid base rates are adjusted annually (rebased) and are
effective each July 1. Medicaid base rates will be made consistent with the level of
funds established and amended by the General Assembly, which is published in the
Long Bill and subsequent amendments each year. Any changes to the rate setting
methodology will be approved by the Medical Services Board and the Centers for
Medicare and Medicaid Services prior to implementation. Once funds and rate
setting methodology have been established, rate letters will be distributed to providers
qualified to receive the payment each fiscal year and 60 days prior to any adjustment
in the payment. Rate l1étters will document the Medicaid base rate and other relevant
figures for the specific provider so that providers may understand and independently
calculate their payment. Rate letters allow providers to dispute the payment on the

basis that payment was not calculated correctly given the established funds and rate
setting methodology.

Exempt hospitals are those hospitals which are designated by the Department to be
exempt from the DRG-based prospective payment system. The Department may
designate facilities as exempt or non-exempt providers. Non-exempt providers shall
be reimbursed using the DRG-based prospective payment system (PPS). Exempt
hospitals will be paid a per diem for inpatient hospital services. As of July 1, 2003
free-standing psychiatric facilities shall be the only exempt providers.
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